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all facilities, by total bed days for the industry. Therefore, the per diem cost 
at the fiftieth percentile represents that the costof service of fifty percent of the beddays is rendered ator 
below this cost level. 

(h) The indirect rate shall not be subject to cost settlement. 
(1) Costs abovetheindirectrates shall not be paid to theprovider. 
(2) Costs savings below the indirect rate shall not be recouped from the provider. 

(i) The direct care rate shall be subject to cost settlement, basedon the cost report, subjectto audit, filed with 
the Division of Medical Assistance. 
(1) Cost above the direct rate shall not bepaidtotheprovider. 
(2) Cost savings below the direct rate shall be recouped from the provider.
6 )  Facilities with rates established during a rate appeal proceeding with the Division of Medical Assistance 

during fiscal years 1994 or 1995maychoose to cost settle under the provisions of Paragraphs (h)(i) of this 
Section, or under the following procedure: 

(1) If, during a cost reporting period, total allowable costs are less than total prospective payments, 
then a providermay retain one-half of said difference, up to an amount of five($5.00) per 
patient day. The balanceof unexpended paymentsshall be refunded to the Division of Medical 
Assistance. Costs in excess of a facility's total prospective payment rate are not reimbursable. 

(2) The facilities subject to the Paragraph shall make the election on cost settlement methodologyon 
or before the filing of the annual cost report with the of Medical Assistance. 

(3) An election to follow the cost settlement proceduresof Paragraph (h) and (i) of this Section shall 
be irrevocable. 

(4) Rates established for these facilities during future rate appeal proceedings shall be subject to the 
cost settlement proceduresof Paragraphs (h) and of this Section. 

(k) To compute each facility's current prospective rate, the direct and indirect rates established by Paragraphs ( f )  
and (8) of this Section shallbe adjusted for price level changes since the base year.No inflation factor for any 
provider shall exceed the maximum amount permitted for that provider by federal or state law and regulations. 
Notwithstanding any other provision, if specified these rates will be adjustedas shown on Supplement 1 to the 4.19-D 
section of the state plan. 

(1) Price level adjustment factors are computed using aggregate costs in the following manners: 
(A)Costsshallbeseparatedintothreegroups: 

(9 Labor, 
(ii)Non-Labor, 
(iii)Fixed. 

(B) The relative weight of each cost group is calculated to the second decimal point by 
dividing the total costs of theof each group (labor, nonlabor, and fixed) by the total cost 
three categories. 

(C) Price level adjustment factors for each cost group shall be established as follows: 
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State: NORTH CAROLINA 
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Payment for ICF/MR Services: 
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